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EXECUTIVE SUMMARY  

 

 

The overarching goal of the Texas Healthcare Transformation and Quality Improvement 

Program waiver ("Program") is to support the development and maintenance of a coordinated 

healthcare delivery system, thereby maintaining or improving health outcomes while containing 

cost growth. This goal is consistent with the Centers for Medicare and Medicaid Services' (CMS) 

"triple aim" approach to improve the experience of care, to improve the health of populations, 

and to reduce the cost of healthcare without compromising quality (Berwick, Nolan, & 

Whittington, 2008). 

 

Specifically, the Program used two integrated interventions aimed to improve access to 

healthcare, increase quality of care, and reduce costs of care: expand Medicaid managed care 

(MMC), and revise the upper payment limit (UPL) supplemental payment program by creating 

two new pools to fund healthcare system improvement.  

1. MMC  Expansion ï Texas leveraged the existing MMC delivery system to operationalize 

reforms by expanding MMC throughout the state. Specifically, the Program expanded the 

existing MMC programs, State of Texas Access Reform (STAR) and STAR+PLUS, 

statewide, carved in prescription drug benefits and non-behavioral health inpatient 

hospitalizations, and transformed the children's dental program from fee-for-service to a 

managed care model. 

 

2. Healthcare Delivery System Transformation ï Given federal limitations related to the 

carve-in of non-behavioral health inpatient hospitalizations under the MMC expansion, 

Texas established two new funding pools to preserve UPL supplemental payments to 

hospitals: the uncompensated care (UC) pool to assist providers with UC costs and the 

Delivery System Reform Incentive Payment (DSRIP) pool to promote health system 

transformation. 

The first four years of the Program have laid the framework for future success, but more time is 

needed to assess the effect of the MMC expansion and the implementation of the DSRIP 

program. System transformation requires a sustained investment of both time and resources to 

bring positive change to Texas' health system. This summary provides an overview of the 

evaluation goals and presents preliminary findings during these first years of the Program. 

 

 

MEDICAID MANAGED CARE EXPANSION  

 

 

The evaluation goals examining the impact of managed care expansion relate to access to care, 

coordination of care, quality of care, efficiency of care, and cost of care. The evaluation has four 

primary goals. 

¶ Evaluation Goal 1: Evaluate the extent to which access to care improved through managed 

care expansion to new STAR and STAR+PLUS service delivery areas (SDAs), dental 

services, and pharmacy services. 
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o Waiver focus goals include access to prescription drugs, dental care for children, non-

behavioral inpatient care, and adult access to preventative/ambulatory health service.  

¶ Evaluation Goal 2: Evaluate the extent to which coordination of care improved through 

managed care expansion to new STAR and STAR+PLUS SDAs. 

o Waiver focus goals include coordination of care among providers and service 

coordination.  

¶ Evaluation Goal 3: Evaluate the extent to which quality of care improved through managed 

care expansion to new STAR and STAR+PLUS SDAs, dental services, and pharmacy 

services. 

o Waiver focus goals include quality of dental care for children and quality of adult 

preventive and emergent care.  

¶ Evaluation Goal 4: Evaluate the extent to which efficiency improved and cost decreased 

through managed care expansion to new STAR and STAR+PLUS SDAs, and dental services. 

o Waiver focus goals include reduction of member costs, increased utilization rates, and an 

analysis of the Experience Rebate provision.  

 

 

Preliminary Findings  

 

MMC expansion supports Program goals by building a foundation for an integrated healthcare 

delivery system that incentivizes quality and efficiency and improves healthcare quality and 

outcomes for the Texas Medicaid population. Although MMC expansion statewide has been 

successful, the benefits offered continue to change, suggesting that further evaluation, especially 

for clients utilizing long-term services and supports, is warranted.  

 

Key Achievements  

¶ Texas completed statewide expansion of MMC delivery system for STAR and dental 

services for children in March 2012 and STAR+PLUS in September 2014. 

¶ Considerable policy changes have been made to consolidate 1915(c) and 1915(b) waivers 

into the Program. These changes have reduced multiple layers of regulation and reporting 

requirements, thereby reducing administrative burden and streamlining processes. 

¶ Texas added behavioral health benefits to MMC's existing behavioral health service array in 

September 2014, and nursing facility benefits in March 2015. 

¶ Through changes in policy there has been a shift toward home- and community-based care 

for the MMC population. 

 

Preliminary Results 

¶ An increased focus on coordinated care across physical and behavioral health services, and 

long-term care. Additionally, there is potential to improve quality and value within the 

delivery system, but sufficient data are not yet available to adequately evaluate. [Evaluation 

Goal 2] 

¶ A decrease in costly restorative and orthodontic dental services under managed care 

compared to fee-for-service. [Evaluation Goals 3 and 4] 
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¶ More money was returned to Texas under the Experience Rebate provision of the Program 

compared to the money that would have been returned under the Medical Loss Ratio 

regulations. [Evaluation Goal 4] 

 

Ongoing Challenges  

 

Results from the Program stakeholder surveys indicate room for improvement: 

¶ Stakeholders expressed dissatisfaction with Managed Care Organization (MCO) 

administration/staff levels, inefficient MCO credentialing process, and processing time for 

claims and payment (especially for clients needing urgent behavioral health services or 

primary care).  

¶ Recommendations include streamlining Medicaid:  

o Provider regulations,  

o Enrollment procedures,  

o Prior authorization policies, 

o Credentialing, and  

o Claims processing rules.  

¶ Providers recommended standardizing policies and processes across MCOs. 

¶ Stakeholders recommended creating a formal system to increase communication across all 

stakeholders.  

¶ An unintended consequence of the policy allowing clients to change MCOs every 30 days 

has led to provider frustration related to increased administrative burden for service payment. 

 

HEALTHCARE DELIVERY SYSTEM TRANSFORMATION  

 

 

The evaluation goals for the new UC and DSRIP pools relate to the Program's ability to show 

quantifiable improvements in the quality of care, lowering cost, and health of the population; the 

amount of funds disbursed through the UC pool; and stakeholder perceptions of MMC 

expansion, the Regional Healthcare Partnerships (RHPs), and the UC and DSRIP pools. The 

evaluation has seven goals. 

¶ Evaluation Goal 5: Evaluate whether uncompensated costs, based on service type, remain 

stable or decrease over time for hospitals participating in the Program.  

¶ Evaluation Goal 6, 7, and 8:  

o Evaluate the extent to which, through the implementation of DSRIP projects, RHPs 

impacted the quality of care. 

o Evaluate the extent to which, through the implementation of DSRIP projects, RHPs 

impacted the health of the population served. 

o Evaluate the extent to which, through the implementation of DSRIP projects, RHPs 

impacted the cost of care. 

¶ Evaluation Goal 9: Evaluate the extent to which the establishment of RHPs increased 

collaboration among healthcare organizations and stakeholders in each region.  
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¶ Evaluation Goals 10 and 11:  

o Assess stakeholder-perceived strengths and weaknesses, and successes and challenges of 

the expanded managed care program, the UC pool, and the DSRIP pool to improve 

operations and outcomes.  

o Assess stakeholder-recommended changes to the expanded managed care program, the 

UC pool, and the DSRIP pool to improve operations and outcomes.  

 

 

Preliminary Findings  

 

The UC and DSRIP programs support waiver goals by building a foundation for an integrated 

healthcare delivery system that incentivizes quality and efficiency through a pay-for-

performance or pay-for-reporting model. However, while DSRIP implementation has been 

successful, more time is necessary to evaluate which projects demonstrate impact in terms of 

outcomes and whether it is feasible to replicate any of the innovative models at a statewide level 

or in a MMC environment. Finally, more time is necessary to better examine the impact of the 

DSRIP projects and expanded MMC on rates of UC.  

 

Key Achievements  

¶ Texas successfully developed the UC and DSRIP pools and created the 20 RHPs. 

¶ The Texas DSRIP program is the largest implementation of DSRIP projects in the nation 

with 1,458 active projects administered by 298 participating providers (as of May 2015).  

¶ While comprehensive DSRIP evaluations are not feasible for each of the 1,458 active 

projects, projects are required to report on several metrics that demonstrate quality 

improvements. Unfortunately, not all improvements are captured by DSRIP metrics.  

¶ Through the DSRIP projects, Texas Medicaid providers report their ability to provide 

services that are not currently reimbursable by Texas' Medicaid program. Many providers 

have noticed further improvements in care.  

 

Preliminary Results  

¶ The formation of the 20 RHPs led to a:  

o Twenty-five (25) percent increase in the number of collaborative inter-organizational 

relationships,  

o Twenty-four (24) percent increase in the centralization of collaborations (a measurement 

of the restructuring of collaborations in favor of a central organization acting as a hub for 

resources and information dissemination), and  

o On average, each organization in the RHP increased the number of relationships by 22 

percent with a 6 percent increase in relationships strength. [Evaluation Goal 9] 

¶ Across all RHPs, results show an increased collaboration since the start of the Program, as 

evidenced by the presence of new relationships, increased joint programming, increased 

resource sharing, and increased data sharing. [Evaluation Goal 9] 

¶ Stakeholders report that DSRIP waiver activities are benefitting many residents of the 

community due to the increased collaboration among organizations and are subsequently 

increasing access to health services. [Evaluation Goal 10]  
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¶ Stakeholders are satisfied with the RHPs' progress toward addressing community needs and 

with Texas Health and Human Services Commission (HHSC) administration of the DSRIP 

program. [Evaluation Goal 10] 

¶ Stakeholders are confident that DSRIP projects are benefiting their communities and giving 

them opportunities to offer services they would not otherwise be able to offer. [Evaluation 

Goal 10] 

¶ Analysis of the available UC cost data suggested that the distribution of pre-Program UC cost 

across hospitals was consistent with expected patterns for different subgroup 

analysis. [Evaluation Goal 5] 

¶ Due to incomparability between projects, select project area options were chosen for detailed 

evaluation analyses. [Evaluation Goals 6-8] 

o A comparative case study analysis of project area option 2.9.1 projects is ongoing. The 

purpose of this project area option is to establish/expand patient navigation related to 

inappropriate emergency department use.  

o Preliminary results show that, in general, large urban sites had the resources necessary to 

implement a more comprehensive patient care navigation program compared to small 

rural facilities.  

o Based on the limited data available, the dosage (measured in time) of patient care 

navigation services provided to participants may have been as short as one month. 

Furthermore, the duration of services also sometimes varied from one-time referrals to a 

number of months for people with more complex needs. 

o Patient care navigation projects are sometimes reaching a wider range of patients than 

initially intended, and projects continue to modify services to provide more education and 

additional outreach to better serve clients. 

o Overall, clients surveyed who reported having patient care navigation services were 

satisfied with their care navigators.  

 

Ongoing Challenges 

¶ The administrative resources required for implementation were intensive at the State and 

local levels and continue to be an ongoing concern. 

¶ The DSRIP program was intended to offer providers flexibility to redesign and pilot test 

delivery system transformation within the context of state/local needs and goals. While 

project diversity is a major characteristic of Texas DSRIP, the growing national trend toward 

standardization is reflected in the abbreviated three-year DSRIP project menu and revised 

Category 3 outcome menu. This trend toward standardization may ultimately limit the ability 

to address unique local needs.  

¶ There is an on-going challenge to balance standardized reporting metrics while providing 

flexibility to sufficiently capture overall project benefits and lessons learned. Stakeholders 

recognize areas for improvement: DSRIP implementation process; the need for more 

clarification regarding outcome expectations; and sensitivity to contextual differences among 

organizations, communities, and regions, e.g., urban-rural/hospital differences. 

¶ Stakeholders report that political and administrative issues were a challenge for RHP 

formation and administration. These issues included: 

o Differing opinions among RHP members on which organization would function as the 

anchor institution,  
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o Adhering to unclear and evolving guidance from state and federal government entities, 

o Selecting from limited menu of project options and outcomes, and 

o Providing proper project monitoring, given that standardized reporting measures were 

frequently modified. 

 

SUMMARY  

 

 

Preliminary evaluation results of the Program highlight challenges related to its implementation 

and offer recommendations to address those issues. While it is premature to report on Program 

health outcomes, the increased organizational collaboration and coordination of services suggest 

the initiation of active system transformation efforts. Overall, additional time is necessary to 

further examine the impact of Program interventions (DSRIP projects or MMC) on client health 

outcomes and UC. 



C h a p t e r  1 :  I n t r o d u c t i o n  1 

 

CHAPTER 1  

INTRO DUCTION TO THE TEXAS  

HEALTHCARE TRANSFORMATION QUALITY IMPROVEMENT PROGRAM 

1115(a) WAIVER DEMONSTRATION  
 

 

Medicaid is a jointly funded state-federal program that finances health insurance for low-income, 

pregnant women, children, disabled, and elderly Americans.
1
 Through the traditional payment 

system, known as fee-for-service (FFS), each state directly pays health care providers a fee for 

each unit of service provided. FFS can result in overutilization and lack of care coordination that 

may be harmful to the beneficiary and incur unnecessary costs (Chernew, 2010; Emanuel & 

Fuchs, 2008).  

 

In a managed care model, a managed care organization (MCO) is paid a capped (or capitated) 

rate per month for each member enrolled. Therefore, the MCO has an incentive to have quality 

healthcare delivered in the most efficient way (Bindman, Chattopadhyay, Osmond, Huen, & 

Bacchetti, 2005). In 1993, Texas began reforming the Medicaid payment structure through the 

State of Texas Access Reform (STAR) managed care program in select urban areas of the state. 

By State Fiscal Year (SFY) 2014, approximately 80 percent of the state's Medicaid population 

was enrolled in some form of managed care (Texas Health and Human Services Commission, 

2015a). 

 

There are a variety of risk-based Medicaid managed care (MMC) programs in Texas, each 

designed to meet the health care needs of specific populations: 

 

¶ STAR: provides primary, acute care, and pharmacy services to newborns, children, families, 

and pregnant women.  

¶ STAR+PLUS: provides all acute and long-term services and supports (LTSS) to clients with 

chronic and complex medical conditions who need more than acute care services. 

¶ Children's Medicaid Dental program: provides dental services to Medicaid eligible 

members under age 22. 

¶ NorthSTAR: provides behavioral health services to STAR clients and non-Medicaid eligible 

community members who reside in the Dallas service delivery area (SDA). 

¶ STAR Health: provides medical, dental, vision, and behavioral health services to clients in 

foster care, kinship care, or in conservatorship, and some young adults formerly in foster care 

ages 18-22. 

 

The 2012-2013 General Appropriations Act, House Bill (H.B.) 1, 82
nd

 Legislature, Regular 

Session, 2011 (Article II, Health and Human Services Commission, Rider 51) and Senate Bill 

(S.B.) 7, 82
nd

 Legislature, First Called Session, 2011 required the Texas Health and Human 

Services Commission (HHSC) to expand MMC to include additional Medicaid clients to 

improve budget efficiency. At the same time, the provision of uncompensated care (UC) in 

Texas was increasing, prompting the state to commission a large-scale system transformation 

(Texas Health and Human Services Commission, 2012b).  

                                                 
1
 Title XIX of the Social Security Act of 1965. 
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To fulfill this directive, HHSC submitted a proposal to the Centers for Medicare and Medicaid 

Services (CMS) for a five-year Section 1115(a) demonstration waiver.
2
 Research and 

demonstration 1115 waivers allow states to waive a variety of program requirements, such as 

comparability or statewideness, to test new ideas for operating their respective Medicaid 

programs. States may use these waivers to structure statewide health system reforms and to test 

the value of new services or service delivery mechanisms in terms of cost-effectiveness and 

efficacy.  

 

Possible interventions allowed in a Section 1115 demonstration waiver include: 

 

¶ The expansion of eligibility to individuals who are not otherwise enrolled in Medicaid or the 

Children's Health Insurance Program (CHIP), 

¶ The provision of services not typically covered by Medicaid, and  

¶ The implementation of programs that encourage innovative service delivery systems with the 

goals of improving care, increasing efficiency, and reducing health care costs.
3
  

 

Waivers are required to be budget neutral to the federal government for the duration of the 

demonstration and are usually for five years, subject to renewal or extension. CMS also requires 

states to conduct comprehensive evaluations on the efficacy of their 1115 waivers. 

 

CMS approved the Texas Healthcare Transformation and Quality Improvement Program waiver 

("Program") on December 12, 2011. The Program is ongoing and, unless Texas is granted a 

waiver extension or renewal, will end on September 30, 2016.  

 

 

EVALUATION OVERVIEW  

 

 

This section provides a general description, including evaluation goals, for the two Program 

interventions. A detailed description of the Program can be found in the 1115 Waiver protocol.
4
 

 

The overarching goal of the Program is to support the development and maintenance of a 

coordinated care delivery system, thereby maintaining or improving health outcomes while 

containing cost growth. This goal is consistent with the CMS "triple aim" approach to improve 

the experience of care, improve the health of populations, and to reduce the cost of healthcare 

without compromising quality (Berwick, Nolan, & Whittington, 2008).  

                                                 
2
 http://www.medicaid.gov/medicaid-chip-program-information/by-topics/waivers/1115/section-1115-

demonstrations.html. Last accessed July 11, 2015. 
3
 Federal Register (Vol.77, No.38) February 27, 2012 Medicaid Program; Review and Approval Process for Section 

1115 Demonstrations: Application, Review, and Reporting Process for Waivers for State Innovation: Final rules 

http://www.gpo.gov/fdsys/pkg/FR-2012-02-27/html/2012-4354.htm 
4
 http://www.hhsc.state.tx.us/1115-docs/DSRIP-Protocols.pdf.  Last accessed April 8, 2015. 

 

http://www.medicaid.gov/medicaid-chip-program-information/by-topics/waivers/1115/section-1115-demonstrations.html
http://www.medicaid.gov/medicaid-chip-program-information/by-topics/waivers/1115/section-1115-demonstrations.html
http://www.hhsc.state.tx.us/1115-docs/DSRIP-Protocols.pdf.%20%20Last%20accessed%20April%208
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The Program strategy uses two types of interventions to achieve the overarching goal:  

¶ Intervention I:  Expand the existing MMC programs, STAR and STAR+PLUS, statewide; 

carve in prescription drug benefits and non-behavioral health inpatient hospitalizations; and 

transform the Children's Medicaid Dental program from FFS to a managed care model. 

¶ Intervention II: Establish two new funding pools that will assist providers with UC costs 

and promote health system transformation through the Delivery System Reform Incentive 

Payment (DSRIP) program. 

 

 

Intervention I: Expansion of Medicaid Managed Care Program Statewide 

 

Intervention I relates to the expansion of the MMC program statewide. The newly created STAR 

and STAR+PLUS SDAs are the primary focus of the interim evaluation report (see Figures 1.1 

and 1.2). As members and healthcare benefits shift from primary care case management (PCCM) 

or FFS to a managed care system, a pre-/post- study design examines the impact of managed care 

expansion on four aspects of health care: access, coordination, quality, and cost. Because MMC 

has existed in some Texas SDAs since 1993, only new STAR and STAR+PLUS SDAs were 

examined. It is unlikely that the Program would have any measurable impact on existing SDAs. 

However, the impact of carving in pharmacy benefits and the transformed Children's Medicaid 

Dental program was examined statewide. Figures 1.1 through 1.5 show the expansion to the 

STAR and STAR+PLUS programs during the duration of the Program.
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Figure 1.1. Service Delivery Areas for Texas STAR Medicaid Managed Care before Expansion (3/1/2012) 
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Figure 1.2. New Service Delivery Areas for Texas STAR Medicaid Managed Care after Expansion (3/1/2012) 
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Figure 1.3. Service Delivery Areas for Texas STAR+PLUS Medicaid Managed Care before Expansion (3/1/2012) 
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Figure 1.4. New Service Delivery Areas for Texas STAR+PLUS Medicaid Managed Care after Expansion (3/1/2012) 
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Figure 1.5. Additional Service Delivery Areas for Texas STAR+PLUS Medicaid Managed Care after Expansion (9/1/2014) 
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Figure 1.6 provides a timeline of key dates for the expansion of MMC. Details on each phase of 

expansion are provided after the timeline.  

 

 

Figure 1.6. Intervention I Key Dates 

 
 

 

On March 1, 2012, Texas made several significant changes to its Medicaid program (see Table 

1.1). Specifically, Texas: 

 

¶ Expanded the STAR program statewide replacing the PCCM delivery systems. New STAR 

SDAs included: Hidalgo and the Medicaid Rural Service Areas (MRSAs), 

¶ Expanded the STAR+PLUS program into the El Paso, Hidalgo, and Lubbock SDAs, 

replacing the PCCM delivery systems, 

¶ Carved in non-behavioral health inpatient hospital services to the STAR+PLUS capitation 

rate, 

¶ Replaced the FFS delivery system for children's primary and preventive dental care with a 

managed care model, and 

¶ Replaced the prescription FFS delivery system (Vendor Drug Program) by carving in 

outpatient pharmacy benefits into managed care. 
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Table 1.1. Summary of Program, Geographic, and Service Changes  

to Texas Medicaid Managed Care 

 
Medicaid 

Program 

Pre-Managed Care Expansion 

(before 3/1/2012) 

Post-Managed Care Expansion  

(after 3/1/2012) 

STAR 

Eligibility:  pregnant women, children 

with limited income, and TANF
1
 clients 

Service delivery areas: Bexar, Dallas, 

Harris, Jefferson, Nueces, Tarrant, and 

Travis 

Services: Primary and acute care services, 

in-patient hospital services, and 

pharmacy through VDP
2
 

Eligibility:  no change 

 

Service delivery areas: Hidalgo, MRSA
4
 

Central, MRSA West, MRSA Northeast 

 

Services: Pharmacy benefits carved in 

Primary  

Care Case 

Management 

(PCCM) 

Eligibility:  pregnant women, children 

with limited income, and TANF clients 

Service delivery areas: removed as non-

capitated plan choice in the STAR 

service delivery areas in 2005. Served 

rural counties. 

Services: Primary and acute care covered 

services, and pharmacy through VDP 

Eliminated from all remaining areas on 

February 29, 2012. 

STAR+PLUS 

Eligibility:  SSI/SSI-related
3
 clients with a 

disability or who are age 65 and older 

and have a disability 

Service delivery areas: Bexar, Dallas, 

Harris, Jefferson, Nueces, Tarrant, and 

Travis 

Services: Acute, pharmacy, and long-

term services and supports are 

coordinated. In-patient hospital services 

are not included in the capitation rate 

(carved out) 

Eligibility:  no change 

 

 

Service delivery areas:  
El Paso, Hidalgo, Lubbock 

 

Services: In-patient hospital services and 

pharmacy benefits carved in 

1 Temporary Assistance for Needy Families (TANF). 
2 Vendor Drug Program (VDP). 
3 Supplemental Security Income (SSI). 
4 Medicaid Rural Service Area (MRSA). 

 

 

Impact of Managed Care Expansion 

 

The evaluation goals for Intervention I relate to the impact of MMC expansion on healthcare 

access, coordination, quality, efficiency, and cost.  

 

¶ Evaluation Goal 1: Evaluate the extent to which access to care improved through managed 

care expansion to new STAR and STAR+PLUS SDAs, dental services, and pharmacy 

services. 

o Program focus goals include access to prescription drugs, dental care for children, non-

behavioral inpatient care, adult access to preventative/ambulatory health service, and 

prenatal and postpartum care.  
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¶ Evaluation Goal 2: Evaluate the extent to which coordination of care improved through 

managed care expansion to new STAR and STAR+PLUS SDAs. 

o Program focus goals include coordination of care among providers and service 

coordination.  

¶ Evaluation Goal 3: Evaluate the extent to which quality of care improved through managed 

care expansion to new STAR and STAR+PLUS SDAs, dental services, and pharmacy 

services. 

o Program focus goals include quality of dental care for children and quality of adult 

preventive and emergent care.  

¶ Evaluation Goal 4: Evaluate the extent to which efficiency improved and cost decreased 

through managed care expansion to new STAR and STAR+PLUS SDAs, and dental services. 
o Program focus goals include reduction of member costs, increased utilization rates, and 

an analysis of the experience rebate provision.  

 

Intervention II: Formation of Regional Healthcare Partnership (RHP) Regions 

 

Texas chose to apply for a Medicaid 1115 waiver that incentivizes system transformation and 

quality improvements in hospitals and other providers that serve high volumes of low-income 

patients. Since 2010, eight states have negotiated with the federal government to implement 

Delivery System Reform Incentive Payment (DSRIP) programs, providing states with a unique 

opportunity to redesign delivery systems within the context of their particular needs and goals.  

 

The Program in Texas was modeled after the Bridge to Reform Section 1115(a) Medicaid waiver 

program in California which was approved in November 2010. The California demonstration 

waiver, worth $10 billion, expanded Medicaid coverage, expanded MMC, and implemented a 

similar DSRIP program. California implemented their DSRIP program through 21 designated 

public hospital systems (DPHs). The DPHs developed system-wide projects, including 

outpatient, inpatient, primary, and specialty care that corresponded with four project categories: 

(1) infrastructure development, (2) innovation and redesign, (3) population-focused 

improvement, and (4) urgent improvements in care. However, there were several key differences 

between the California DSRIP program and the Texas Program. Primarily, in addition to safety 

net hospitals, the Texas Program approved projects implemented by a range of providers 

including public and private hospitals, nursing facilities, and provider groups.  

 

The Program intended to use savings from the expansion of MMC and to preserve federal 

hospital funding historically received as Upper Payment Limit (UPL) payments to form two new 

funding pools (see Figure 1.7).  

 

  



C h a p t e r  1 :  I n t r o d u c t i o n  12 

 

Figure 1.7. New Funding Model under the Program  

 

 
 

 

The UC and DSRIP pools aim to assist hospitals and other providers with UC costs and to 

promote health system transformation related to new coverage demands that began in 2014 as 

required by the Patient Protection and Affordable Care Act (ACA) (2010). The ACA may 

indirectly impact UC in Texas in multiple ways. For example:  

 

¶ Due to changes in income eligibility, many children previously covered under CHIP are now 

part of the Texas Medicaid program.  

¶ Previously uninsured individuals now have healthcare coverage due to the individual 

mandate, potentially increasing the demand on medical professionals..  

¶  Medicaid coverage is extended to foster care youth through age 25.Health insurance 

companies are no longer able to refuse coverage due to a pre-existing condition.  

¶ Although the implementation of the disproportionate share hospital payment reductions 

specified in ACA has been delayed, the eventual impact will be greater for hospitals in Texas 

and other states opting out of the Medicaid expansion. 

¶ ACA is likely to drive many individuals, both previously insured and uninsured, into 

selecting high-deductible health plan options from the insurance exchange. Similarly, the 

ACA's "tax" on high cost employer-sponsored plans may push employers to encourage 

employees to select high deductible products as well. 

¶ The trend toward a greater share of privately insured individuals in high deductible health 

plans may increase UC for hospital services provided to insured patients who lack income 

sufficient to pay the high deductible. 

 

To receive payments from either funding pool, a hospital or other healthcare provider had to join 

with other hospitals or public entities in a geographic region to form an RHP (see Figure 1.8). 

Each RHP, with the collaboration of participating providers and stakeholders, identified 
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performance areas for improvement and created a plan under which its members implemented 

approved projects to achieve Program goals. 
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Figure 1.8. Texas Regional Healthcare Partnerships 

 
 


